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Dear Shareholders:

Fiscal 2007 marked our first full year as a public company. Wireless Ronin is on
its way to setting standards of excellence in digital signage solutions as a market
leader. We are focused on the needs of our customers and our commitment to
enhancing shareholder value. Being a public company is important to Wireless
Ronin for a number of reasons. First, it has given us access to capital for growth,
glong with greater visibility with our cument and potential customers. it enhances
our ahility to attract and retain a talented pool of associates. Finally, it broadens
our growth options, as we now have an altenative currency for taking advantage of
consolidation opportunities - a feature we capitalized on this past summer.

In our inaugural year as a public company, our goal was to develop and refine the
various aspects of our business that we believed vital to fully capturing the market
potential lying befere us. Those aspects include:

Identifying and focusing on specific vertical markets with a
demonstrated need for digital signage solutions,
Deepening relationships with our clients,
Building our operationa! effectiveness and efficiencies,
Improving the quality and reach of our sales model,
Bolstering our hosting capabilities to capture additional opportunities
for recuming revenue streams,
Further developing the RoninCast® software platform to create a
state-of-the-art digital signage solution, and

. Aupmenting our already powerful sales and marketing team of
professionals.

Of course, these key areas support whal we believe is the most robust and flexible
digital signage solution platform in the market today - one that has captured the
attention of clients with truly marquee brands. Through our efforts, we have built a
company that is operationally strong, financially sound and technologically superior
from a product standpoint.

Financial Results

Financially, we finished 2007 in a much stronger pasition than 2006. For the full
year 2007, Wireless Ronin reported net sales of $6 million, including the impact of
an acquisition, a 90 percent increase from the 2006 level. Full-year gross margin
- which reflects the effect of customer defemrals and our investments to support
future revenue streams - totaled 35 percent. We continue to strive toward our
long-term target of around 40 percent.

For the full year 2007, we also reported a ret loss of $10.1 million, or $0.82 per
basic and diluted share, compared to a net loss of $14.8 miliien, or $9.71 per
basic and diluted share, in 2006. The sharp decrease in the 2007 net loss reflects
a reduction in interest expense resulting from the early retirement of debt, as well
as increased interest income from investing proceeds raised in the initial public
offering and follow-on equity offering. Reduced interest expense was partially offset
by a $7.5 million increase in 2007 operating expenses, compared to the prior year.
The reduction in the 2007 per share net loss from the prior year was due to a
greater number of weighted average common shares, due to the IPO and follow-on
equity offering.

At December 31, 2007, cash and marketable securities, including restricted cash
of $450,000, tataled approximately $29.7 miliion. This compares to $15.5 million at
the end of 2005. The increase in cash and marketable securities during 2007 was
primarily the result of the follow-an equity offering we completed in June. Qur cash
position provides us the flexibility and platferm to fund our operations and growth,
| am very pleased with the financial platform that we have built and the leverage it
provides as we move through 2008 and into the future.

LETTER TO SHAREHOLDERS

Key Technology Improvements

In 2007, we made key investments in our technology platiomn to take advantage
of the significant opportunity we see in the digital signage market. We believe
that a macro shift in advertising dollars is accurring, as spending migrates from
traditional venues to interactive solutions. To take advantage of this trend, we have
built a state-of-the-art technology platform that continees to gain acceptance with
customers in this marketplace.

It's important to emphasize a characteristic that's comman to all installations of
RoninCast® digita! signage solutions. RoninCast® seftware is being tested by top-tier
clientele in a variety of demanding worldwide digital signage applications - ranging
from small-scale point-of-purchase screens in retail, to quick serve restaurant
menu hoards, to jumbotron installations in the financial information marketplace.
We believe this is a strong testimony to the flexibility of RoninCast® solutions and
the validation it's receiving in our target markets. But deploying RoninCast® across
such a broad array of applications is also providing us with a steady, ongoing stream
of new information. This field work and the feedback we are receiving from clients
and prospects is shaping how we apply our resources and invest in our services
to improve the application and support of RoninCast® software. We believe this
is a clear point of differentiation for our platform, as we can remain flexible in
responding to client demands and provide world-class client service.

Eartier in the year, at Digital Signage Expa, Wireless Ronin captured awards in three
out of the six categories for its wark with KFC, Camival and Ford. With more than B0
entries this year, Wireless Ronin captured half of the awards and, in the past two
years, we have taken five of the 12 awards that Digital Signage Expo has presented.
This is just one example of the recognition we are receiving among our peers. We
invite you to visit us at the various industry trade shows where Wireless Roenin will
be participating in the months ahead. You can find more information regarding
these events at our website.

In addition to our propnetary software, we expanded our Network Operations
Center, or NOC, which provides complete, global network hosting and management
capabilities. The expansion stemmed from heightened customer demand for our
fully hosted solution. We expect this to bolster our recurring revenue streams and
positively impact our gross margins. Today our NOC is staffed for 24x7 support
wordwide, with full redundancy between its two locations in Minneapolis,
Mirnesota and Des Moines, lowa. Over and aver we hear from our clients that it is
this fevel of support and the quality of our NOC that has made the decision to work
with Wireless Ronin an easy one.

{Continued on inside back caver)

“We dedicated 2007 to narrowing

our business facus, expanding our
capabilities within our chosen markets,
further refining our infrastructure and
strengthening the RoninCast® platform.
As a result, we are now recognized as
a premier provider of digital signage
solutions and we believe our strategic
focus provides us with the springboard

Jeffrey C. Mack to be successful in 2008 and beyond.”

Chairman, President & CEQ
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PART I

ITEM 1 DESCRIPTION OF BUSINESS
Overview

Wireless Ronin Technologies, Inc. is a Minnesota corporation incorporated on March 23, 2000, Originally
we sought to apply our proprietary wireless technology in the information device space and focused on an
“industrial strength” personal digital assistant. Beginning in the fall of 2002, we shifted our focus to digital
signage solutions and designed and developed RoninCast® software, which we first released in the spring of
2003. :

We now provide dynamic digital signage solutions targeting specific retail and service markets. Through
a suite of software applications marketed as RoninCast®, we provide an enterprise-level or hosted content
delivery system that manages, schedules and delivers digital content over wireless or wired networks.
Additionally, RoninCast® software’s flexibility allows us to develop custom solutions for specific customer
applications.

In August 2007, we acquired privately held McGill Digital Solutions, Inc. {now renamed Wireless Ronin
Technologies (Canada), Inc. (“WRT Canada™)). Based in Windsor, Ontario Canada, McGill is a provider of
custom interactive software solutions, used primarily for e-learning and digital signage applications. First
incorporated in 1987, McGill has developed thousands of e-learning, e-performance support and e-marketing
solutions to help companies train, motivate, and setl. McGill develops the competencies and knowledge of the
people who most influence product sales — sales associates and their customers. McGill also has a web
development and marketing business that complements its product offerings.

Business Strategy

Our objective is to be the premier provider of dynamic digital signage systems to customers in our
targeted retail and service markets. To achieve this objective, we intend to pursue the following strategies:

Focus on Vertical Markets. Our direct sales force focuses primarily on the following vertical market
segments: automotive, quick serve restaurant {“QSR”), financial services, gaming and retail. To attract
and influence customers, these markets continue to seek new mediums that provide greater flexibility and
visual impact in displaying content. We focus on markets in which we believe our solution offers the
greatest advantages in functionality, implementation and deployment over traditional media advertising,

Leverage Strategic Partnerships and Reseller Relationships. We have partnerships and reseller
relationships with various third parties including Richardson Electronics, BigEye Productions and
Checkpoint Systems, We also seek to develop and leverage relationships with additional market
participants 1o integrate complementary technologies with our solutions. We believe that such strategic
partnerships will enable access to emerging new technologies and standards and increase our market
presence. We plan 1o continue developing imd'expanding reseller relationships with firms or individuals
who possess key market positions or industry knowledge.

Market and Brand Our Products and Services Effectively. Our key marketing objective is to
establish RoninCast® dynamic digital signage as an industry standard. Our marketing initiatives convey
the distinguishing and proprietary features of our products, including wircless networking, centralized
content management and custom software solutions.

Our strategy has included establishing a strong presence at national trade shows, such as NRF
(National Retail Federation), Globalshop, Digital Signage Expo and InfoComm. NRF is the retail
industry’s largest trade show. Globalshop is a U.S. trade show focused on the in-store shopping
experience. The Digital Signage Expo, a trade show dedicated solely to digital signage products, attracts
attendees from a variety of markets, including retail, financial, hospitality and public spaces. InfoComm
is a trade show for the professional audio/video and information communications industry. We also
participate in the International Retail Design Conference (IRDC). IRDC is the premier educational and

3




networking event for the store design and merchandising community, drawing speakers and attendees
from throughout the U.S. and abroad.

Outsource Non-Specialized Operating Functions. We outsource certain non-specialized support
functions such as system installation, fixturing, integration and technical field support. In addition, we
purchase from manufacturers such items as stands, mounts, custom enclosures, monitors and computer
hardware. We believe that our expertise in managing complex outsourcing relationships improves the
efficiency of our digital signage solutions and allows us to focus on developing software solutions.

Create Custom Solutions. Although RoninCast® is an enterprise solution designed for an array of
standard applications, we also develop custom systems that meet the specific business needs of our
customers. As digital signage technology continues to evolve, we belicve that creating custom solutions
for our customers is one of the primary differentiators of our value proposition.

Create Content Solutions. With our acquisition of McGill in August 2007, we significantly
expanded our creative and content abilities. Qur creative team develops creative strategies for both
internal and external initiatives, We continue to produce award-winning work both for our clients and for
our own use. For 2008, much of our marketing and sales materials will be created in-house.

Develop New Products. Developing new products and technologies is critical to our success.
Increased acceptance of digital signage will require technological advancements to integrate it with other
systems such as inventory control, point-of sale and database applications. In addition, digital media
content is becoming richer and we expect customers will continue to demand more advanced require-
ments for their digital signage networks. We intend to listen to our customers, analyze the competitive
landscape and continually improve our products.

In February 2008, we launched our first industry-specific digital signage solution for one of our focused
vertical markets. As an example of new products, RoninCast for Automotive is built on the RoninCast®
software platform and WRT Canada’s years of experience working within the automotive industry. The
RoninCast for Automotive system offers an interactive solution that impacts every area of the dealership,
including dealership showrooms, finance and insurance, and service and parts.

Industry Background

Digital Signage. We provide digital signage primarily for use in the advertising industry. Total
advertising expenditures in the United States were approximately $271.1 billion in 2005, according to
Advertising Age’s Special Report: Profiles Supplement — 51% Annual 100 Leading National Advertisers
Report. Within this aggregate expenditure, we participate in a digital signage segment focusing primarily on
marketing or advertising targeted to our five vertical markets.

The use of digital signage is expected to grow significantly over the next several years. Frost & Sullivan
has estimated that the size of the North American digital signage advertising market, comprising advertising
revenue from digital signage networks, was $102.5 million in 2004 and forecasts the market to reach
$3.7 billion in 2011, a compound annual growth rate of 67%.

Frost & Sullivan also estimates that expenditures for digital signage systems, including displays, software,
software maintenance, media players, design, installation, and networking services, were $148.9 million in
2004, and the market is forecast to reach $856.9 million by 2011, a compound annual growth rate of 28%.

Growth of Digital Signage. We believe there are four primary drivers to the growth of digital signage:

 Changes in the advertising landscape. Media expenditures since the 1950s have gone primarily to
television, followed by newspapers, magazines and commercial radio. But this 50-year trend has now
realized its apex, with generational declines in consumption among Gen X and Gen Y. A February 12,
2007 article in Media Week states that where we used to have only Web portals and sites, we now have
VOIP telephony, digital signage and mobile media. The “descending triangle” of traditional media is
being displaced by the “ascending triangle” of Internet-enabled media, composed of web-based media,
e-mail, mobile media and digital-signage media. The Internet is now blending with out-of-home
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networked media to form this rapidly integrated media cluster, which is displacing the descending
media triangle of television, print, and commercial radio.

» Growing awareness that digital signage is more effective. Research presented at the 2005 Digital
Signage Business conference shows that digital signage receives up to 10 times the eye contact of static
signage and, depending upon the market, may significantly increase sales for new products that are
digitally advertised. A study by Arbitron, Inc. found that 29% of the consumers who have seen video in
a store say they bought a product they were not planning on buying after seeing the product featured on
the in-store video display. We believe that our dynamic digital signage solutions provide a valuable
alternative to advertisers currently using static signage.

* Decreasing hardware costs associated with digital signage. The high cost of monitors has been an
obstacle of digital signage implementation for a number of years. The price of digital display panels
has been falling due to increases in component supplies and manufacturing capacity. As a result, we
believe that hardware costs are likely to continue to decrease, resulting in continued growth in this
market. We employ digital displays from a variety of manufacturers. This independence allows us to
give our customers the hardware their system requires while taking advantage of improvements in
hardware technology, pricing reductions and availability. We partner with several key hardware vendors,
including NEC, Richardson Electronics {Pixelink), L.G, Hewlett Packard and Dell.

» Compliance and effectiveness issues with traditional point-of-purchase signage. QOur review of the
current market indicates that most retatlers go through a tedious process to produce traditional static
point-of-purchase and in-store signage. They create artwork, send such artwork to a printing company,
go through a proof and approval process and then ship the artwork to each store. According to an
article appearing in The Retail Bulletin (February 19, 2006), it is estimated that less than 50% of all
static in-store signage programs are completely implemented once they are delivered to stores. We
believe our signage solution can enable prompt and effective implementation of retailer sighage
programs, thus significantly improving compliance and effectiveness.

The RoninCast® Solution

RoninCast® solutions offer a digital allernative to static signage that provides our customers with a
dynamic visual marketing system designed to enhance the way they advertise, market, deliver and update their
messages to targeted audiences. For example, our technology can be combined with interactive touch screens
to create new platforms for assisting with product selection and conveying marketing messages. An example
of this is the Ford SYNC™ interactive touch screen kiosk we designed for auto shoppers at Ford dealerships.
RoninCast® sofiware enables us to deliver a turn-key solution that includes project planning, innovative design
services, network deployment, software training, equipment, hardware configuration, content development,
implementation, maintenance, 24/7 help desk support and a full service network operations center.

Our software manages, schedules, and delivers dynamic digital content over wired or wireless networks.
Qur solution integrates proprietary sofiware components and delivers content over proprietary communication
protocols.

RoninCast® is an enterprise software solution which addresses changes in advertising dynamics and other
traditional methods of delivering content. We believe our product provides benefits over traditional static
signage and assists our customers in meeting their objectives for a successful marketing campaign.

In 2007, we established a full service, manned 24/7 network operations center in Minneapolis, Minnesota,
supported by a redundant center in Des Moines, lowa. Our operators send schedules and content, gather data
from the field, flag and elevate field issues and handle customer calls. The servers in both locations

communicate in real-time with the devices deployed at our customer locations.
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Features and benefits of the RoninCast® system include:

s Centrally Controlled. RoninCast® software empowers the end-user to distribute content from one
central location. As a result, real-time marketing decisions can be managed in-house, ensuring retailers’
communication with customers is executed system-wide at the right time and the right place. Our
content management software recognizes the receipt of new content, displays the content, and reports
back to the central location(s) that the media player is working properly.

» Wireless Delivery. RoninCast® software can distribute content within an installation wirelessly.
RoninCast® software is compatible with current wireless networking technology and does not require
additional capacity within an existing network. RoninCast® software uses Wireless Local Area Network
(WLAN) or wireless data connections to establish connectivity. By installing or using an existing onsite
WLAN, the RoninCast® digital signage solution can be incorporated throughout the venue without any
environmental network cabling. We also offer our cellular communications solution for off-site signage
where WLAN is not in use or practical.

» Ease and Speed of Message Delivery. Changing market developments or events can be quickly
incorporated into our system. The end-user may create entire content distributions on a daily, weekly or
monthly basis. Furthermore, the system allows the end-user to interject quick daily updates to feature
new or overstocked items and then automatically return to the previous content schedule.

s Data Collection. Through interactive touch screen technology, RoninCast® software can capture user
data and information. This information can provide feedback to both the customer and the marketer.
The ability to track customer interaction and data mine user profiles, in a non-obtrusive manner, can
provide our customers feedback that would otherwise be difficult to gather.

* Integrated Applications. RoninCast® software can integrate digital signage with other applications and
databases. RoninCast® software is able to use a database feed to change the content or marketing

* message, making it possible for our customers to deliver targeted messages. Data feeds can be available
either internally within a business or externally through the Internet. For example, our customers can
specify variable criteria or conditions which RoninCast® software will analyze, delivering marketing
content relevant to the changing environment. This data can come from a myriad of sources, such as
point-of-sale systems in a retail store or a slot-machine manager in a casino.

s Scalability/Mobility. The RoninCast® system provides the ability to easily move signage or “scale-up”
to incorporate additional digital signage. Displays can be moved to or from any location under a
wireless network. Customers are able to accommodate adds/moves/changes within their environment
without rewiring network connections. And when the customer wants to add additional digital signage,
only electrical power needs to be supplied at the new location.

 Compliance/Consistency. RoninCast® software addresses compliance and consistency issues associated
with print media and alternative forms of visual marketing. Compliance measures the frequency of
having the marketing message synchronized primarily with product availability and price. Compliance
issues cause inconsistencies in pricing, product image and availability, and store policies. RoninCast®
software addresses compliance by allowing message updates and flexible control of a single location or
multiple locations network-wide. RoninCast® software allows our customers to display messages,
pricing, images and other information on websites that are identical to those displayed at retail
locations.

e Network Control. Each remote media player is uniquely identified and distinguished from other units
as well as between multiple locations. RoninCast® software gives the end-user the ability to view the
media player’s status to determine if the player is functioning properly and whether the correct content
is playing. A list of all units on the system is displayed, allowing the end-user to view single units or
clusters of units. The system also allows the end-user to receive information regarding the health of the
network before issues occur. In addition, display monitors can be turned on or off remoiely.
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Industry Recognition

In November 2007, our company won the 2007 Tekne Award for IT Software & Hardware, Communica-
tions and Infrastructure — Small and Growing Companies for the RoninCast® software suite. The Minnesota
Tekne Awards honor companies, innovations and individuals that positively impact Minnesota’s technology-
based economy. The Tekne Awards began in 2000, and are presented by the Minnesota High Tech Association,
in partnership with LifeScience Alley and Minnesota Technology, Inc.

In March 2007, our SealyTouch™ product designed for Sealy Corporation won the Silver Qutstanding
Merchandizing Achievement Award in the Digital Signage category from Point of Purchase Advertising
International. This awards contest recognizes the most innovative and effective marketing at-retail displays and
programs that improve sales and make products memorable and enticing to consumers.

In addition, our projects for Zia Sleep Sanctuary and Canterbury Park received awards at the Digital
Signage Expo in May 2007, Digital Signage Expo is a trade show solely dedicated to digital signage products.
Zia Sleep Sanctuary won the Retail Store award and Canterbury Park won for its installation at'the
Minneapolis airport in the Environmental Design Integration category.

Qur Markets

We generate revenue through system sales, license fees and separate service fees for consulting, hosting,
training, content development and implementation services, and for ongeing customer support and mainte-
nance. We currently market and sell our software and service solutions through our direct sales force and value
added resellers. We have reseller relationships with Richardson Electronics, Sign Biz, Inc., BigEye Produc-
tions, Brookview Technologies and Checkpoint Systems.

* Richardson Electronics is a global provider of “engineered solutions” serving the radio frequency and
wireless communications, industrial power conversion, medical imaging, security and display systems
markets. The company’s core capabilities include product manufacturing, systems integration, prototype
design and manufacture, testing and logistics. Richardson, a public company which has been in business
since 1947, has a worldwide customer base of more than 135,000 and a presence in 46 countries.

* Sign Biz, Inc., which was established in 1989, operates in the field of computer-aided sign making. Its
program, LobbyPOP, offers an exclusive point-of-purchase program that builds upon the growing trend
for the use of digital media in signage and promotion. The Sign Biz chain of 170+ LobbyPOP dealers
offers LobbyPOP branding packages to small businesses. LobbyPOP dealers are trained in the
technologies of “deco-advertising” including floor, wall, color, sound and multimedia systems to
enhance the small business environment. Sign Biz fully engages in the digital imaging arena with a
program that includes media content, interior design, sound, and installation services from one point-of-
contact.

* BigEye Productions, founded in 1996, is a web design and Internet hosting company located in Calgary,
Alberta, Canada. BigEye offers website design, online publishing and online surveys. BigEye’s newest
technology offerings include digital signage using the RoninCast® software to offer clients a complete
digital marketing solution. As a reseller of ReninCast® software, BigEye manages the content design,
updating and network management needs of its clients.

* Brookview Technologies provides projection displays using transparent screens that can perform in high
ambient light environments, maintain a wide viewing angle and can be used as interactive touch
screens. Brookview is the distributor in the U.S. and Canada of the HoloPro™ and ViP Interactive
brands. As a reseller of RoninCast® software, Brookview can now offer its clients centralized control of
the content displayed on its projection screens.

* Checkpoint Systems, Inc. is the leading supplier of retail shrink management solutions. Checkpoint’s
global team helps retailers — and their suppliers — reduce theft, increase inventory visibility and
provide consumers with greater merchandise availability through the company’s rapidly evolving RF
technology, expanding shrink management offerings and Check-Net labeling solutions. In January 2008,
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Checkpoint Systems chose RoninCast® interactive digital signage software to integrate into its 32-inch
Advanced Public View monitoring system fo enhance its existing Clarity product line. Checkpeint
operates in every geographic market and employs 3,200 people worldwide.

We market to companies that deploy point-of-purchase advertising or visual display systems and whose
business model incorporates marketing, advertising, or delivery of messages. Typical applications are retail and
service business locations that depend on traditional static point-of-purchase advertising. We believe that any
retail businesses promoting a brand or advertisers secking to reach consumers at public venues are also
potential customers. We believe that the primary market segments for digital signage include:

Automotive.  RoninCast for Automotive delivers relevant content to all areas of a dealership and to
special events like auto shows, It includes pre-built automotive design templates and content along with our
Automotive Content Management System and Dealer Ad Planner tools. [nteractive touch screens deliver
detailed product information that informs and educates customers and employees alike.

QSR (Quick Serve Restaurants). The use of menu boards and promotional boards both in-store and in
the drive-through allow QSRs to address the unique challenges of the industry, allowing for immediate
compliance, the ability to quickly update pricing, and highlight new items.

Financial Service. In the financial world, RoninCast® software expands the scope of customer commu-
nications and awareness. Providing relevant content to a captive audience waiting at the teller counter, at the
drive-through teller, or customers meeting with financial professionals has the potential to cross-sell and
upsell.

Gaming. Gaming venues utilize RoninCast® sofiware to keep advertising up-to-date such as event
calendars, service specials, shows, retail stores, spas and fitness facilities. RoninCast® mobile technology also
allows messaging at off-site locations such as shopping malls, convention centers and airports.

Retail.  Digital signage allows retailers to set promotions to fit various demographics of customers and
their respective shopping patterns and cycles, and to offer services that more effectively compete with online
retailers, Digital signage also effectively addresses retailers’ challenge of point-of-purchase compliance.

Select Customers

Historically, our business has been dependent upon a few customers. Our goal is to broaden and diversify
our customer base. Our client base has grown organically and through our acquisition from 32 clients at the
end of 2006 to 99 clients at the end of 2007. Detail on key customers is as follows:

» NewSight Corporation — During the last two quarters of 2007, we installed our digital signage system
in two malls, Fashion Square Mall and Asheville Mall, in addition to retrofitting approximately
102 stores of an existing network for a grocery store chain in the Midwest, Meijer, Inc. Sales to
NewSight Corporation represented 42.5% of total sales for the year ended December 31, 2007 and
0.0% of total sales for the years ended December 31, 2006 and 2005.

s Chrysler (BBDO Detroit/Windsor) — WRT Canada has been managing a data-driven touch screen kiosk
program for Chrysler for over eight years with over 2,400 dealers installed. In 20067, Chrysler partnered
with our company to create the next evolution of the Chrysler Vehicle Information Centre as a
RoninCast® interactive digital signage solution. A pilot project was launched mid-year 2007, Key
national markets across Canada were selected for the test. Care was given to choose a range of
dealerships representative of Chrysler Canada. Results were analyzed and focus group conference calls
collected dealer feedback, comments and suggestions. The outcome was the development of a national
rollout plan beginning in 2008. Chrysler has also utilized the RoninCast®-driven Vehicle Information
Center at major auto shows in the 1.S. and Canada. Sales to Chrysler, through BBDO Detroit/Windsor,
represented 18.3% of total sales for the year ended December 31, 2007 and 0.0% of total sales for the
years ended December 31, 2006 and 2005.

= KFC — In December 2007, Wireless Ronin entered into an information technology products and
services master terms and conditions agreement with Yum Restaurant Services Group, Inc. (*Yum™).
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That agreement established standard terms and conditions pursuant to which we may provide goods and
services to Yum'’s commonly owned affiltates such as Taco Bell Corp., Pizza Hut. Inc., KFC

U.S. Properties, Inc., Long John Silvers, Inc., and A&W Restaurants, Inc. To date, we have completed
an initial pilot test with KFC where we installed digital menu boards at five locations in the Louisville
and Houston areas. Due to the success of the pilot test, KFC awarded us the market test. As of
February 29, 2008, we had completed the installation of 24 market test locations located in the Orlando
and Boston metro areas. We are providing a complete tum-key solution for the market test including
hardware, software, service, and hosting from our network operations center. Our relationship with KFC
began in 2007 and sales to KFC represented less than one percent of total sales in 2007.

Reuters Limited — In June 2007, we entered into a master services agreement with Reuters Limited to
manage and maintain Reuter’s InfoPoint network at digital signage locations in and outside of the
United States. The InfoPoint network is a lifestyle, news, information and pictures-based digital signage
display network designed for the out-of-home market. The network is designed for public spaces,
lobbies, waiting areas and walkways. Our RoninCast® digital signage software is supplied to Reuters
through our reseller partner, Richardson Electronics. Reuters is the world’s largest international
multimedia news agency, providing investing news, world news, business news, technology news,
headline news and small business news via the internet, video, mobile and interactive television
platforms. We provide system support to Reuters’ network on a 24-hour per day, 7-day per week and
365 days per year basis. Our relationship with Reuters began in 2007 and sales to Reuters represented
less than one percent of total sales in 2007,

Carnival Cruise Lines — Carnival Cruise Lines has installed RoninCast® solutions on two of its newest
ships, Carnival Freedom and Costa Serena. Carnival has installed more than 20 displays into the casino
areas to advertise upcoming events, showcase jackpot winners, and communicate jackpot totals in real-

time. Sales to Carnival Cruise Lines represented 1.5%, 2.4% and 0.0% of total sales for the years ended
December 31, 2007, 2006 and 2005, respectively.

Sealy Corporation — We entered into a sale and purchase agreement with Sealy Corporation in July
2006 for its SealyTouch Kiosk Initiative. In 2006, we installed 48 SealyTouch interactive displays at
locations throughout the United States. Subsequent to 2007, Sealy instructed us to place its existing
displays into a Sealy warehouse. Sales to Sealy Corporation represented 0.5%, i1.4% and 4.9% of total
sales for the years ended December 31, 2007, 2006 and 2005, respectively.

BigEye Productions — BigEye Productions (formerly GetServd.com) is a full service digital advertising firm
located in Calgary, Alberta, that runs the RoninCast® digital signage network for many of North America’s
leading paint suppliers, including industry leaders Hirshfield's in the Midwest and Miller Paint in the
Northwest. BigEye creates custom signage networks for its customers to promote their various vendors,
create related sales opportunities and reduce perceived wait time for their customers. Sales through BigEye
represented 2.3%, 11.6% and 0.0% of total sales for the years ended December 31, 2007, 2006 and 2005,
respectively.

Foxwoods Resort Casino — Foxwoods is the largest casino in the world, with 340,000 square feet of
gaming space in a complex that covers 4.7 million square feet. More than 40,000 guests visit Foxwoods
each day. Foxwoods purchased RoninCasi® software to control, administer and maintain marketing
content on its property from its marketing headquarters in Norwich, Connecticut. Sales to Foxwoods
Resort Casino represented 0.0%, 8.8% and 0.0% of total sales for the years ended December 31, 2007,
2006 and 2005, respectively.




Product Description

RoninCast® is a dynamic digitat signage network solution that combines scalable, secure, enterprise-
compliant, proprietary software with off the shelf or customer owned hardware. This integrated solution creates
a network capable of controlling management, scheduling and delivering content from a single location to an
enterprise-level system.

Master Controller Server

Security
\___ Master Controller Client Seats 256-Bit AES Encryption

. Proprietary Software
Centralized Control Challenge-Responsa Verification

Display |

i B LYo

In-Store Configuration |

Master Controller (MC) — The MC is divided into two discrete operational components: the Master
Controller Server (MCS) and the Master Controller Client (MCC). The MCS provides centralized control over
the entire signage network and is controlled by operators through the MCC graphical user interface. Content,
schedules and commands are submitted by users through the MCC to be distributed by the MCS to the End-

" Point Controllers. Additionally, through the MCS, network and content reports, and field data are viewed by

operators utilizing the MCC.

End-Point Controller (EPC) — The EPC receives content, schedules and commands from the centralized
MCS. It then passes along the information to the End-Point Viewers in its local environment. The EPC then
sends content, executes schedules and forwards commands that have been delivered. Additionally, the EPC
monitors the health of the local network and sends status reports to the MCS.

End-Point Viewer (EPV) — The EPV software displays the content that has been distributed to it from the
EPC or the Site Controller. It keeps track of the name of the content that is currently playing, and when and
how many times it has played. This information is delivered back to the MCS through the EPC.

Site Controller (§C) — The SC provides localized control and operation of an installation. It is able to
deliver, broadcast, or distribute schedules and content. The level of control over these operations can be set at
specific levels to allow local management access to some or all aspects of the network. The SC also allows
information to be reviewed regarding the status of their local RoninCast® network. It is also used as an
installation and diagnostic tool.

Network Builder (NB) — The NB allows operators to set up virtual networks of signage that create groups
for specific content distribution, EPVs can be grouped by location, type, audience, or whatever method the
user chooses.

Schedule Builder (SB) — The SB provides users the ability to create schedules for extended content
distribution. Schedules can be created a day, a week, a month or a year at a time. These schedules are
executed by the EPCs at the local level.
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Zone Builder (ZB) — The ZB allows screen space to be divided into discreet sections (zones) that can
each play separate content. This allows reuse of media created from other sources, regardless of the pixel-size
of the destination screen. Additionally, each zone can be individually scheduled and managed.

RoninCast® Wall (RCW) — The RCW provides the ability to synch multiple screens together to create
complex effects and compositions such as an image moving from one screen to the next screen, or all screens
playing new content at one time.

Database Client (DBC) — The DBC allows for automation of control of the RoninCast® network.
Information can be retrieved from a database and sent to the EPVs automatically. This software is best suited
for implementation where information changes on a regular basis, such as meeting room calendars or arrival
and departure times, or data feeds from the Internet (for example, stock prices or sports scores).

Event Log Viewer (EVL) — The EVL allows the user to easily analyze logs collected from the field in an
organized manner. Filtering and sorting of data in any aspect further simplifies the analysis.

Software Development Kit (SDK) — The SDK is provided so that customers can create their own custom
applications that can interface with the RoninCast® network. This provides the ultimate in flexibility for our
customers who wish to create their own look-and-feel.

Key Components

Key components of our solution include: :

User-Friendly Network Control

When managing the RoninCast® network, the ability to easily and intuitively control the network is
critical to the success of the system and the success of the customer. Customer input has been, and continues
to be, invaluable in the design of the RoninCast® Graphical User Interface. Everything from simple design
decisions, such as menu layout, to advanced network communication, such as seeing the content play on a
remote screen, is designed to be user-friendly and intuitive,

Diverse Media and Authoring Choices

With the myriad of media design tools available today, it is vital that RoninCast® software stay current
with the tools and technologies available, RoninCast® software started with Macromedia Flash, and while
Flash remains a large percentage of content created and deployed, we have continued to innovate and expand
the content options available. Today we offer video (MPEG1, MPEG2, MPEG4, WMV, AVI, QT, MOV),
Macromedia Flash (SWF), still images (JPEG, BMP), and audio (MP3, WAV). Additionally, raw data feeds
(from internal or internet sources) can be processed and displayed as tickers that can be integrated into any
screen layout. As media technologies continue to emerge and advance, we plan to expand the media choices
for RoninCast® solutions.

Intelligent Content Distribution

The size and complexity of the content being sent to digital displays are growing. In order for RoninCast®
software to maintain network friendliness across wired and wireless connections, it is important that as few
bytes as possible are sent. There are several ways that we enable this.

The system utilizes a locally installed librarian that takes advantage of unused space on the hard-drive to
track and manage content. Only files that are needed at the EPVs are transferred, saving on network
bandwidth. ’

RoninCast® software supports content transfer technologies other than one-to-one connections. One such
technology is multicast satellite distribution. This is widely used in corporations such as big-box retailers that
distribute large quantities of data to many locations.
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Often it is not the content itself that needs to be changed, but the information within the content that
needs to be changed. If information updates are needed, instead of creating and sending a new content file,
RoninCast® software can facilitate the information swap. Through Macromedia Flash and the RoninCast®
Database Client, changing content information (instead of the content itself), can be facilitated through
mechanisms such as Active Server Pages (ASP, PHP). This reduces updates from mega-bytes to the few bytes
required to display a new piece of data (such as a price). '

Distributed Management

In order for RoninCast® solutions to be scalable to large organizations, it is necessary that each individual
installation not burden the MC with everyday tasks that are required to manage a complex network. To this
end, the MC offloads much of its work and monitoring to the EPCs. On the local network, the EPCs execute
schedules, monitor EPVs, distribute content, and collect data. The only task that is required of the MC is to
monitor and communicate with the EPCs. In this way, expansion of the RoninCast® network by adding an
installation does not burden the MC by the number of screens added, but only by the single installation.

Enterprise-Level Compatibility

RoninCast® software is designed to easily integrate into large enterprises and become part of suite of
tools that are used every day. The RoninCast® Server applications (MCS and EPC) run under Windows (2K,
XP and 2K+ Server), and Linux server technology. In order to accommodate our customers’ network
administrators, our software supports the ability to use ASP and PHP to create controlled, closed-loop
interfaces for the RoninCast® system,

Flexible Network Design

One of the strengths of the RoninCast® network is the ease and flexibility of implementation and
expansion. RoninCast® software is designed to intelligently and successfully manage myriad connection
options simultaneously, both internally to an installation and externally to the Internet.

RoninCast® solutions can be networked using Wired LAN and/or Wireless LAN technology. With
Wireless LAN, time and costs associated with installing or extending a hardwired network are eliminated.
Wireless LAN offers customers freedom of instailations and reconfigurations without the high costs of cabling.
Additionally, a new installation can be connected to the Internet through dial-up/DSL telephone modems,
wireless data communications or high-throughput enterprise data-pipes.

In order to communicate with the MCS, a new installation can be connected to the Internet through
dial-up/DSL. telephone modems, digital mobile communication (such as CDMA or GPRS), or high-throughput
enterprise data-pipes.

Security

Essential to the design of RoninCast® software is the security of the network and hence the security of
our customers. In order to provide the most secure installation possible, we address security at every level of
the system: RoninCast® communication, operating system hardening, network security and user interaction.

RoninCast® software utilizes an unpublished proprietary communication protocol to communicate with
members of the system. All information that is sent to or from a network member is encrypted with an
industry standard 256-bit encryption scheme that is rated for government communication. This includes
content for display as well as commands to the system, such as those for maintenance and data retrieval.
Additionally, all commands are verified by challenge-response where the receiver of communication challenges
the sender to prove that in fact it was sent from that sender, and not a potential intruder.

In order for computers to be approved for use on the RoninCast® network, their operating systems
(whether Windows or Linux) go through a rigorous hardening process. This hardening removes or disables
extraneous programs that are not required for the core operation of RoninCast® applications. The result is a
significantly more stable and secure base for the system as a whole.
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Wireless and wired LAN each pose different levels of security and exposure. Wireless LAN has the most
exposure to potential intruders. However, both can be accessed. In order to create a secure network, we utilize
high-level industry-standard wireless LAN equipment and configure it with the highest level of security. When
necessary, we work with our customers, analyze their network security and will recommend back-end
computer security hardware and software that will hetp make both their network and RoninCast® network as
secure as possible.

RoninCast also uses a username/password mechanism with four levels of control so that access and
functionality can be granted to a variety of users without having to give complete control to everyone. The
four levels are separated into root (the highest level of control with complete access to the systemy),
administrators (access that allows management of RoninCast’s hardware and software), operators (access that
allows the management of the media playing), and auditors (access that is simply a “looking glass™ that allows
the viewing of device status, media playing, etc.). Additionally, in order 1o facilitate efficient management of
access to the system, RoninCast resolves usernames and passwords with the same servers that already manage
a customer’s infrastructure.

Network Operations Center

We offer a full service, manned 24/7 network operations center (NOC) in Minneapolis, Minnesota,
supported by a redundant center in Des Moines, lowa. The computers in both locations communicate in real-
time with the devices deployed at our customer locations.

Our NOC operators send schedules and content, gather data from the field, flag and elevate field issues
and handlé customer calls. RoninCast’s dynamic nature allows our customers to purchase subscriptions at the
level of service they desire. Some customers may want us to manage all aspects of their RoninCast network,
whereas other customers may want us to monitor for field issues, but manage the schedules and content
themselves.

In addition to normal RoninCast management, customers can subscribe to dynamic data from the Internet,
such as weather or stock quotes. This data is received by our servers and distributed to the desired End-Point
Viewers in the-field. Multipte language feeds can be supported with only the needed information arriving at
each location. Due to the scalability of RoninCast, each Master Controller Server in the NOC can manage one
Or many customers.

QOur Suppliers
Our principal suppliers include the following:
= United Service Source (USSI) and ASD (installation services);

» NEC Display Solutions, Samsung America and Richardson Electronics Lid. (monitors}).

« Bell Micro, Richardson Electronics Ltd. and Aopen (computers); and

Chief Manufacturing, Inc. (fixtures).

In September 2006, we entered into a hardware partnership agreement with Richardson Electronics Ltd.
that establishes pricing and procedures for our purchase of products, services and support that allows us to
focus on our core business of providing digital signage solutions. The agreement doesn’t require us to purchase
minimum levels of products, services and support from Richardson or require Richardson to provide us with
minimum levels of products, services or support. Richardson serves as a supplier of our touch screen systems,
provides consulting services regarding hardware selection and provides support for our installations. The term
of this agreement is one year and will automatically renew for one-year terms unless terminated by either
party on 30 days written notice. In September 2007, this agreement automatically renewed.
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Agreements with NewSight

On August 10, 2007, we announced that our largest customer during 2007, NewSight Corporation
("NewSight'"), had re-prioritized various elements of its planned digital signage system implementations,
including a delay in the rollout of network installations into targe, upscale malls, and the launch, instailation
and operation of digital signage networks in physicians’ offices. In connection with NewSight’s re-prioritiza-
tion, we agreed to provide digital signage to retrofit 102 stores of an existing network and newly configure
approximately 79 stores of a grocery store chain in the Midwest, Meijer, Inc. (“Meijer”). In particular,
effective October 12, 2007, we entered into a digital signage agreement with NewSight, which plans to
allocate certain equipment purchased from us during our second quarter to 102 Meijer store installations (the
“Network™), to sell equipment, parts and supplies for the Network and to provide our software and technology
for the Network,

Of the approximately $3.1 million in revenue we reported during the second quarter ended June 30, 2007,
approximately $2.3 million was attributable to sales to NewSight. Of this amount, approximately $555,000
was paid in March 2007 and approximately $1.8 million was due and payable, pursuant to 90-day terms, on
September 18, 2007, NewSight, which advised us that it was in the process of raising capital, requested that
its existing obligation to our company be reflected by a secured promissory note. In consideration of our
undertaking to complete the Network for the Meijer stores, we agreed to take such note and security interest
in certain equipment, as described below.

Effective October 12, 2007, we entered into a security agreement with NewSight pursuant to which we
acquired a security interest in certain collateral of NewSight, consisting of all existing and after acquired video
screens and monitors and other equipment for digital signage now or hereafter provided by us to NewSight,
including all such equipment located in the Fashion Square Mall and Asheville Mall, and any grocery store
premises operated by Meijer, and all related hardware, software and parts used in connection with such
equipment or the Network and all proceeds from such personal property, but not including any intellectual
property of NewSight. Prior to our entry into the security agreement, NewSight executed a secured note in -
favor of our company in the original principal amount of $1,760,177 with a maximum amount of $2,500,000.
Pursuant to the secured note, this debt obligation of NewSight would mature on the first to occur of
(1) successful completion of NewSight’s financing efforts, or (2) December 31, 2007.

In connection with the security agreement, we also entered into a subordination agreement with Prentice
Capital Management, P (“Creditor”), NewSight's principal creditor, acting on its behalf and as collateral
agent for certain of its affiliated entities, pursuant to which Creditor has agreed that any rights or liens that
Creditor may have or acquire in the collateral secured by the security agreement that we entered into with
NewSight are junior and subordinate to our security interest in such collateral.

Subsequently NewSight requested that the maturity date of the Note be extended. On January 7, 2008, we
entered into a letter agreement with NewSight (the “Letter Agreement”), pursuant to which the Note will
mature on the first to occur of (1) successful completion of NewSight's financing efforts, or (2) March 31,
2008. Under the Letter Agreement, we agreed to credit NewSight customer deposits aggregating $277,488
against the amount payable under the Note, retroactive to its date of issuance, The Letter Agreement also
provides that the amount due under the Note will be due and payable immediately upon the occurrence of one
or more of the following events: (1) termination of NewSight’s relationship with its investment banker;

(2) NewSight’s breach of or default under any agreement by and between New Sight and our company,
including the Letter Agreement; or (3) NewSight’s completion of a financing transaction which yields gross
proceeds of at least $5,000,000, excluding any financing solely from Prentice Capital Management, L.P. or its
affiliates. The Letter Agreement specifies that no additional credit will be extended to NewSight by us
pursuant to the Note.

Pursuant to the terms of the Letter Agreement, NewSight and our company terminated (1) the physician
office agreement pursuant to which our company had been selected to develop the “NewSight On Health”
physicians network consisting of approximately 2,000 physician offices throughout the U.S,, (2) the Pyramid
Mall agreement pursuant to which our company was to develop NewSight’s Pyramid Mall network consisting
of approximately 13 large upscale malls, and (3) the 3-D software development agreement pursuant to which
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our company had been engaged to enhance NewSight's software development initiatives for its 3-D media
technology. NewSight agreed to pay us $175,000, representing the amount due to us under the 3-D software
development agreement. NewSight paid $75,000 in January 2008, and the remaining $100,000 was added to
the principal balance of the Note. As a result of this addition and the above-referenced customer deposit
credits, the current principal balance of the Note is $2,339,979.

Agreement with Marshall Special Assets Group, Inc.

We intend to develop strategic alliances with various organizations that desire to incorporate RoninCast®
technology into their products or services or who may market our products and services. We had entered into
a strategic partnership agreement with The Marshall Special Assets Group, Inc. (“Marshall”) in May 2004. We
had granted Marshall the right to be the exclusive distributor of our products to entities and companies and an
exclusive license to our technology in the gaming and lottery industry throughout the world for an initial two-
year term. In connection with such distribution arrangement, Marshall paid us $300,000 in May 2004 and
$200,000 in October 2004. We recognized this revenue, which accounted for 15.9% of total sales, in the year
ended December 31, 2006. On February 13, 2007, we terminated our strategic partnership agreement with
Marshall by signing a mutual termination, release and agreement, By entering' into the mutual termination,
release and agreement, we regained the rights to directly control our sales and marketing process within the
gaming industry and will obtain increased margins on all future digital signage sales in such industry. Pursuant
to the terms of the mutual termination, release and agreement, we paid Marshall an aggregate amount equal to
the sum of (i} $500,000 and (ii) $153,995 (representing a return of 12% per annum accrued through the date
of termination on amounts previously paid by Marshall to us under the strategic partnership agreement), in
consideration of the termination of all of Marshall’s rights under the strategic partnership agreement and in
full satisfaction of any further obligations to Marshall under the strategic partnership agreement. Pursuant to
the mutua! termination, release and agreement, we will pay Marshall a fee in connection with sales of our
software and hardware to customers, distributors and resellers for use exclusively in the ultimate operations of
or for use in a lottery (“End Users™), Under such agreement, we will pay Marshall (i) 30% of the net invoice
price for the sale of our software to End Users, and (ii) 2% of the net invoice price for the sale of hardware to
End Users, in each case collected by us on or before February 12, 2012, with a minimum annual payment of
$50,000 for three years. Marshall will pay 50% of the costs and expenses incurred by us in relation to any test
installations involving sales or prospective sates to End Users. In 2007, we recorded $50,000 of expense
pursuant to the minimum payment for 2007 required under the agreement.

Ongoing Development

Ongoing product development is essential to our ability to stay competitive in the marketplace as a
solution provider. We believe that the functionality and capabilities of our product offerings are competitive
advantages and that we must continue to invest in them to maintain our competitive position. The digital
signage market is subject to rapid technological change including new communication technologies, new
computer hardware and display technologies, as well as the expansion of media display options. Client
requirements are also evolving rapidly. To remain successful, we must continually adapt to these and other
changes. We incurred research and development expenses of $1,197,911 in 2007, $875,821 in 2006 and
$881,515 in 2005,

Services

Our services are integral to our ability to provide customers with successful digital signage solutions. We
offer a wide range of services from consulting, project planning, design, content development, training, hosting
and implementation services, to ongoing customer support and maintenance. Generalty, we charge our
customers for services on a fee-for-service basis.

Wireless Ronin also offers existing and prospective clie